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President Fernando Henrique Cardoso has been hit by a political scandal involving some of his
closest friends and advisors. To date, four government officials have lost their jobs as investigations
of influence peddling and wire tapping continue. The scandal involves the lucrative contract for the
electronic surveillance system (Sistema de Vigilancia da Amazonia, SIVAM) that was awarded to the
US-based Raytheon Corporation last May (see NotiSur, 07/21/94 and 04/13/95). On Nov. 28, Cardoso
tried to put the difficulties behind him as he said that "we cannot let these occasional problems get
Brazil off track." Nevertheless, Cardoso's administration has been badly shaken by the scandal.
Although analysts give him high marks for his handling of the situation, they point out that the
administration is largely made up of intellectuals with little government experience who have been
caught up in interdepartmental rivalries and various palace intrigues.
The wire-tapping scandal brought to light the president's betrayal by some of his closest advisors
and improper action by the Federal Police related to the multibillion dollar SIVAM contract. The
scandal has so far cost four government officials their jobs: the former chief of protocol, Julio Cesar
Gomes dos Santos, whose telephone was tapped by the Federal Police; the Air Force Minister, Brig.
Gen. Mauro Gandra, who was implicated in the taped conversations; police inspector Mario Olivera,
head of the Federal Police's Operations Center (CDO) who set up the surveillance; and Francisco
Grazziano, head of agrarian reform institute (Instituto Nacional da Colonisacao y Reforma Agraria
(INCRA), who is accused of having ordered the wire tap. Gomes dos Santos and Gandra were both
involved in the process that led to awarding a US$1.4 billion contract to US- based Raytheon for
services and equipment for SIVAM. Raytheon was competing with the French company ThomsonAlcatel.
SIVAM will provide radar and satellite surveillance for national security and drug trafficking
interdiction in the Amazon Basin as well as information that will be used for environmental
protection. Gandra resigned after a transcript of a phone conversation taped by the Federal Police
was published in the press. The conversation between Gomes dos Santos and the representative
of Raytheon in Brazil, Jose Afonso Assumpcao, suggests that Gandra used his position to lobby for
Senate approval of external financing for SIVAM. In the recorded conversation, Assumpcao said to
Gomes dos Santos, "Gandra spent three days at my home, and he assured me that the Air Force will
give us its total support for the SIVAM contract."
Gandra confirmed that last August in Belo Horizonte he was a guest of Assumpcao, who, he said,
had been a friend for more than 10 years. On the tape, Assumpcao also complained that Senator
Gilberto Mirando could cause difficulties in the Senate, and Gomes dos Santos was heard to say,
"Have you paid the guy?" Miranda said he was never offered a bribe, nor would he have accepted
one. "I am economically independent and I would denounce anyone who made such a proposal."
Although the contract was awarded to Raytheon in May, the Senate has not yet approved the
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proposal for external funding. The SIVAM contract has had a long and rocky history. In 1994, the
US Central Intelligence Agency (CIA) accused the French firm Thomson-Alcatel of paying bribes to
win the contract at the same time that US President Bill Clinton was personally promoting Raytheon
with the Brazilian government. Later, the contract to administer the project was awarded to the
Brazilian firm Esca, but that was canceled after the company was found guilty of fraud against
the Instituto Nacional de Seguridad Social. Esca, considered technically the best company in
Brazil, is now barred from participating in SIVAM. After Esca's contract was canceled, Raytheon's
provisional contract, which expired on Nov. 22, needed new approval from the Senate Economic
Affairs Commission.
Despite all the suspicions within the administration and between the executive and the legislature,
Cardoso is pushing the Senate to approve the external credit of US$1.4 billion, which has already
been negotiated with the US Eximbank. Senator Sebastiao Rocha of the Partido Democratico
Trabalhista (PDT) said there should be no more delays. "The Amazon cannot remain at the mercy
of contraband smugglers and drug traffickers," he told the Senate. However, in light of the latest
developments, some deputies have called for the project to be canceled and it is evident that
the contract will not sail smoothly through Congress. Miranda, of the Partido do Movimento
Democratico Brasileiro (PMDB) and president of the Economic Affairs Commission, is resisting
pressure from the government and Raytheon for quick approval.
Miranda said the Raytheon proposal is "technologically outdated and too expensive." He also said
that, on a recent trip to the US, Russia, and the Ukraine, he found systems that were more modern,
more reliable, and cheaper. Miranda complained that the Raytheon system will not cover the entire
Brazilian Amazon, leaving "black holes" between the separate radar installations. "It's a dead issue,"
said Jose Dirceu, president of the Partido dos Trabalhadores (PT). "If the Senate finds that there
should not be a contract, the contract is finished," said Antonio Carlos Magalhaes, head of the
Partido da Frente Liberal (PFL) and the most influential majority legislator. "If, in fact, there are
problems, we are going to ask that the contract be canceled."
Nevertheless, US Commerce Secretary Ron Brown expressed cautious optimism that the contract
could be saved. Brown worked for two years to get Raytheon the contract and held it up as an
important example of cooperation between the public and private sectors. "There have been
continuous problems with the legislature in Brazil," said Brown, adding that some Brazilian
legislators were cooperating with Thomson-Alcatel in trying to invalidate the Raytheon contract.
"But we are going to be persistent and I am confident that the final result will be positive." Brown's
remarks set off a protest in the Brazilian Congress and Senate president Jose Sarney said he had
requested that the Foreign Relations Ministry ask the US government for an explanation of Brown's
remarks. Meanwhile, Cardoso ordered an investigation of Gomes dos Santos and also demanded
that Minister of Justice Nelson Jobim clarify who ordered the wire tap and who leaked the contents
of the tapes to the press.
According to Jobim, the series of events began in July and August, when the Federal Police received
five anonymous calls tying Gomes dos Santos to drug running, and then Gomes dos Santos's phone
was tapped without the knowledge of either Gomes dos Santos or the president between Sept. 1
and Sept. 22. Judge Irineu de Oliveira Filho, who signed the order authorizing the wire tap, said
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the Federal Police request was deliberately misleading in indicating they were investigating drug
traffickers, not investigating influence peddling by a high-ranking government official.
Cardoso did not find out about the surveillance until Nov. 9 when Grazziano, who received the
transcripts from a federal police agent, gave them to him. Meanwhile, Vicente Chelloti, director
of the Federal Police whose job is also on the line responded on Nov. 25 to a 22-question inquiry
from the Ministry of Justice concerning the wire tapping. Chelloti was asked to explain why he
delayed in informing the president of the tapes and why the court approval was sought under the
pretext of a drug investigation and without informing the judge that the suspect was a close advisor
of the president. Complicating the investigation, and adding to Cardoso's troubles, was a dispute
regarding the integrity of the tapes. "The tape is incomplete. It has very little about SIVAM," said
Magalhaes. "We are all deceived and want the original." "
In the middle of the recording, there is a break, right when they are talking about SIVAM," said
Senator Roberto Requiao of the PMDB. "No one here is a fool. Jobim and the Federal Police better
bring the original." However, Jobim informed the legislators that the original had been destroyed.
"Is it possible that these tapes will turn up later and bring new revelations?" asked Deputy Sergio
Carneiro of the opposition PDT. "Can society feel secure with this type of police action?" On Nov.
21, as the scandal unfolded, Cardoso won a minor victory when he managed to head off opposition
plans for a Congressional Investigative Committee (CPI) to look into the influence peddling.
The president agreed to the creation of a special Senate investigative panel, which will be headed
by Magalhaes, a reliable government ally. "We don't see the necessity of appointing a CPI before
the administration finishes its investigation," said Deputy Germano Rigotto after meeting with
the president. Although Cardoso's administration has been hard hit by the scandal, he has shown
considerable finesse in his response. "The government's attempts at damage control have been
quite successful," said Paulo Calmon, an analyst at Goes y Consultores Associados political
consulting firm. "It was in no one's interest that the whole circus go up in flames." (Sources: Inter
Press Service, 11/18/95, 11/21/95; Agence France-Presse, 11/18-21/95, 11/25/95, 11/27-29/95, 12/02/95;
Reuter, 11/20-22/95, 11/24/95, 11/28/95, 12/04/95)
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